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Abstract   
One of the most important policy objectives in the post-apartheid South African economy is 
to reduce poverty. Although economic growth and job creation are the preferred sources of 
alleviating poverty and inequality, social grant spending has contributed significantly to 
reduce poverty (Van der Berg et al. in Poverty trends since the transition: what we know. 
Stellenbosch Economic Working Papers: 19/09. Stellenbosch: Stellenbosch University, 
2009). Recently proposals were tabled by the Department of Social Development of South 
Africa (Fin24 in R3.3bn plan to extend child support grant to 21. 
www.fin24.com/Economy/R33bn-child-care-grant-extension-to-21-on-cards-20150316. 
Accessed August 7, 2015, 2015) to extend the age eligibility of the child support grant 
(CSG) to 21 years (at the time of writing children aged up to 18 years are eligible). This 
sparked an interest to investigate the impact on poverty of changes to the eligibility criteria of 
CSG, as well as its fiscal implications. Using person and household data from the 
2010/2011 Income and Expenditure Survey, various simulations are performed to assess 
the impact on poverty rates and changes to social spending, given the following changes: (1) 
if all age-eligible children applied; (2) if all beneficiaries received the grant amount for the 
full 12-month duration; (3) if the age eligibility criterion is extended; and (4) if the 
monthly child grant income amount is revised upwards. We also examine how changes in 
the eligibility criteria affect the income distribution. 
1 Introduction 
African countries are generally associated with high levels of poverty and inequality 
(World Bank 2013), and governments of some countries (such as Ghana, Kenya, Lesotho, 
Mozambique, Namibia and South Africa) have implemented various poverty-reduction 
policies, such as social grant systems (see Devereux 2007; Levine et al. 2011; Osei 2011; 
Omiolola and Kaniki 2014). Although economic growth and job creation are preferred 
mechanisms to address poverty and inequality in South Africa, social protection remains 
the focal priority of the post-apartheid government. In fact, social grant spending has 
contributed significantly to reduce poverty (Van der Berg et al. 2009; Leibbrandt et al. 
2010, 2012). In particular, the old-age grant (OAG) and child support grant (CSG) are the 
two key drivers of poverty reduction. 
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The CSG was introduced by the South African Department of Social Development in 1998, 
with the primary purpose of providing financial support to the beneficiaries in need 
(Republic of South Africa 2015). Since its inception various revisions have been made to the 
age and income eligibility criteria. Recently, proposals to extend the age eligibility to 21 
years (currently children up to 18 years are eligible) have been made. The question arises 
whether changes to the eligibility criteria can effectively reduce poverty and the fiscal 
implications they entail. Most of the existing local studies examined the impact of social 
grants on poverty by calculating the poverty indices with and without social grant income 
and decomposing poverty and inequality by income source. Other local studies simply 
investigated the extent to which eligible households did not receive social grants. These 
studies hardly investigated the impact on poverty by altering the eligibility criteria of these 
grants, given the proposals mentioned above. We focus explicitly on the poverty and fiscal 
implications of changing the CSG eligibility criteria. This is a relevant investigation in the 
South African context as changing the eligibility criteria has fiscal consequences (for 
example, extending the eligible age is associated with higher social spending); hence it is 
crucial to determine the most cost-effective option to reduce poverty. 
 
We conduct various simulations on the eligibility of the CSG, namely (1) assuming all age-
eligible children applied for the grant; (2) all beneficiaries received the grant amount for the 
full 12-month duration; (3) extending the age eligibility criterion; and (4) revising the 
monthly grant amount. The rest of the paper is structured as follows: Sect. 2 provides an 
overview of the CSG and some descriptive statistics. Section 3 reviews the results of 
existing local and international studies that investigated the impact of social grants (in 
particular CSG) on poverty incidence. Section 4 commences with an explanation of the 
different simulations on the eligibility criteria as well as the monthly CSG amount paid to 
beneficiaries, before we estimate the poverty incidence and the fiscal impact thereof. 
Section 5 concludes the study. 
 
2 Overview of the CSG 
The CSG provides financial assistance to poor families raising children. It is a monthly 
income support system to children younger than 18 years, paid to their caregivers (Black 
Sash 2015). The CSG is currently paid to parents or primary caregivers who either hold 
South African citizenship, permanent residence or refugee status. In the 2015/2016 fiscal 
year, the monthly grant amount is 330 South African Rands (R) per month (equivalent to 
approximately US$23.51). 
 
Table 1 shows that the age eligibility criterion has gradually increased over the past 
decades. Prior to 2003, grants were initially paid to caregivers with children younger than 7 
years; this has been extended up to 18 years since 2012. The CSG monthly amount 
started at a low nominal value of R100; from 2001/2002 to 2015/2016, the increase in the 
monthly grant amount varied between R10 and R30. Real monthly grant values (in 2011 
March prices) declined from 1999 to 2001, before steadily rising to R261 in 2006. It 
                                                          
1 Based on the Rand/US$ exchange rate in 2016 May: R15.5 per US$1. 
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stabilised in the R250–270 range in subsequent years, before increasing to R275 in 2015 
(see Fig. 1). 
 
The number of CSG child beneficiaries has increased substantially since its inception: in 1998 
the total was 34,471, which pale in comparison to the millions receiving it since 2001. In 
2012 there were approximately 11.3 million beneficiaries. These increases can possibly be 
ascribed to broader media coverage by human rights groups and relaxation of the age 
eligibility criterion, enabling a greater proportion of the poor to gain access to these grants. 
 
The means test is a measure that the South African Social Security Agency (SASSA) 
employs to assess the financial status of grant applicants. Before issuing the grant, they 
evaluate the income and asset level of the applicant to ensure that it does not exceed the 
stipulated income threshold. In the years preceding 2008 the means test criterion favoured 
the rural and informal settlement dwellers if they earned less than R13 200 per year, while 
urban dwellers received the grant if earning less than R9 600 per year (Van der Berg et al. 
2010). 
 
The income criterion was amended during the 2008/2009 fiscal year by removing the 
rural/urban distinction. Grants were awarded to a single person with an annual income 
threshold of R27 600 (R55 200 for married persons) as at 1 October 2008 (SASSA 2010). At 
the time of the Income Expenditure Survey (IES) 2010/2011 (the data source to be used in 
this study), married caregivers could qualify for a grant provided they jointly earned no more 
than R60 000 per year, while the corresponding threshold for single caregivers was R30 
000 (SASSA 2010). The 2015/2016 means threshold for married grant applicants is R79 
200 per year and for single caregivers it is R39 600 (Black Sash 2015). 
 
The CSG accounts for a high proportion of total income for the poorer households. This is 
indicated in Fig. 2, where households are divided into deciles based on their per capita 
income. In particular, the CSG income represents 59 and 33 % of total income for the first 
and second deciles, respectively. 
 
3 Results of Past Studies on the Effectiveness of Social Transfers 
The impact of social grants on poverty and inequality is well documented, particularly in the 
case of South Africa. Bhorat et al. (2014) evaluated the impact of the provision of social 
grants on household poverty and inequality, using the Income and Expenditure Survey 
(IES)2 1995 and 2005/2006 data. They found that access to social grant income was not 
limited to the poorest income deciles, although it contributed significantly to the total 
household income of the lowest three deciles. The impact on inequality though, is 
negligible (Bhorat et al. 2014: 230–233). 
 
 
                                                          
2 IES takes place every 5 years, primarily capturing household income and expenditure information. Since the advent of democracy in 
1994, four IESs (1995, 2000, 2005/2006 and 2010/2011) have been released. See Sect. 4 for more details. 
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Two studies focused on estimating poverty indices with and without social grants. 
Leibbrandt et al. (2010) used the 2008 National Income Dynamics Study (NIDS)3 data to 
examine the impact of CSG and OAG on poverty reduction, and found that the poverty 
headcount ratio would have been 6 % points higher without these two grants. Van der Berg et 
al. (2009) conducted a similar study using the IES 2005/2006 data; the results indicated 
that the poverty headcount ratio would have been 5 % points higher by removing all social 
grant income. 
 
Armstrong and Burger (2008) conducted poverty and inequality decompositions by 
income source using IES 2005/2006 data. Results showed that social grants as an income 
source caused the poverty headcount ratio and the squared poverty gap ratio to decrease by 
4.7 and 23.1 %, respectively. However, grants were fairly ineffective in decreasing inequality 
because the wage income of high-income earners is the main driver of inequality. 
Leibbrandt et al. (2012) used the 2008 NIDS data to conduct inequality decomposition by 
income source and confirmed the results of Armstrong and Burger (2008). 
                                                          
3 NIDS is a national panel data conducted by the Southern African Labour and Development Research Unit (SALDRU) at the 
University of Cape Town. The survey takes place every 2 years, and at the time of writing, four waves of data (2008, 2010, 2012 and 
2014) have been released. 
http://repository.uwc.ac.za
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Woolard et al. (2012), using the 2008 and 2010 NIDS data, focused specifically on access 
to the CSG. They found that more than 80 % of households that received CSG income 
were in the lowest income quintile, and using a simulation exercise they showed that 3.2 
million children who were eligible for the CSG did not receive it at all in 2010. In particular, 
infants and children aged 14–15 years were least likely to receive the grant income. 
Reasons stated by caregivers for either not applying or applying late included not having the 
documentation ready or perceiving their income being too high. Gomersall (2013) 
reported that the CSG reduced childhood poverty, increased access to schooling and 
enrolment rates, and improved hunger indicators (see Triegaardt 2005 as well as Case et al. 
2005 for earlier studies supporting these results). 
 
Four further studies investigated the impact of CSG on education, health and well-being. 
The study by Budlender and Woolard (2006) examined the impact of CSG (along with 
OAG) on school attendance. They found that the CSG was effective in improving school 
attendance amongst children who were direct grant beneficiaries. Children who did not 
receive the CSG were however more likely to attend schools if another child in the same 
household was a CSG recipient. Aguero et al. (2009) adopted the continuous treatment 
method to examine the impact of the CSG on child nutrition (measured by child height-
for-age) and found that the height of children who received the grant early in life was 
significantly improved. Coetzee (2013), using the 2008 NIDS data, examined the impact 
http://repository.uwc.ac.za
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of CSG on child health, nutrition and education, and found that it had a significantly positive 
impact on all three indicators. A recent qualitative study by Wright et al. (2015) focused on 
the emotional wellbeing of female CSG recipients, who expressed both positive and negative 
experiences with respect to their dignity. 
 
McEwen and Woolard (2008) used the 2008 NIDS data to conduct a simulation in which 
they identified the children who were eligible for the CSG, and then derived the proportion 
of eligible children who reported to have received CSG. They also simulated the number of 
children who would be eligible for the CSG in 2015 by assuming the following: an increase in 
the CSG monthly amount of 8 % per annum in nominal terms, extending the eligible age 
from 0–13 to 0–17 years, and that the population would grow in accordance with the 
projections of the 2003 Actuarial Society of South Africa (ASSA) model. Given the results of 
these simulations, they estimated the total cost of CSG for every fiscal year from 2009/2010 
to 2014/2015. This study however did not examine the impact of changes in the eligibility 
criteria on poverty. 
 
The existing local studies on the CSG confirm the significant impact of grants on poverty 
alleviation, as well as improving educational enrolment, health and nutrition. However, 
only one study examined the fiscal implications of changing the eligibility criteria and 
none of them investigated the impact on poverty. Governments generally face budget 
constraints; hence it is imperative to design a grant system that reduces poverty 
significantly and at the same time is cost-effective. This study contributes to the existing 
literature by addressing these aspects. 
 
4 Empirical Analysis 
4.1 Data and Methodology 
We use the IES 2010/2011 person- and household-level data released by Statistics South 
Africa. The sampling frame was obtained from Statistics South Africa’s Master Sample based 
on the 2011 Population Census enumeration areas. The Master Sample consisted of 3080 
primary sampling units (PSUs), with more than 30,000 dwelling units being selected from 
these PSUs (Statistics South Africa 2012). Both the diary and recall methods were used (in 
the former case a 4-week diary was used; and a questionnaire for the recall method). 
Both methods were used for consumption data, while only the recall method was adopted to 
collect income data. In the case of the latter, income from various sources was captured 
(ranging from work and social grants, to pension and interests earned from investment). 
All income and consumption items were categorised using the Classification of Individual 
Consumption According to Purpose (COICOP) method.4 Only households that completed 
the questionnaire and at least two weekly diaries were included in the final sample of 
25,328. Focusing on the data relating to the CSG, the household head had to report on the 
grant amount received. Each household member had to indicate whether they received the 
                                                          
4 COICOP, adopted since IES 2005/2006, is a reference classification published by the United Nations Statistics Division that divides 
the purpose of individual consumption expenditures incurred by the following three institutional sectors: households, non-profit 
institutions serving households and general government. 
http://repository.uwc.ac.za
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grant or not and the number of months for which they received the grant in the past 12 
months. All income values were converted to March 2011 prices. 
 
Several simulation exercises are performed to evaluate the implications of changes to the 
eligibility of the CSG criteria on poverty levels, as well as their fiscal impact. An 
important assumption is that there is no behavioural response as a result of the eligibility 
criterion changes, i.e. this is a static analysis. Note that this study uses the 2010/2011 IES 
data when the eligible age was 0–14 years and the monthly grant amount was R250. Since 
then changes have been made to the eligibility criteria (refer to Table 1). Therefore, some of 
the simulations below reflect amendments that have already been made, for example, the age 
eligibility is currently 0–17 years (which had already increased the fiscal budget on CSG). 
 
The income variable inclusive of grant income is assumed to be the base variable, before 
the following simulations are conducted: 
 
 We determine the effect on poverty levels had (1) all social grant income been removed 
and (2) only CSG income been removed, as well as the benefit to the fiscus of removing social 
transfers in both cases. These two simulation exercises are similar to the methodologies 
adopted in earlier studies (Van der Berg et al. 2009; Leibbrandt et al. 2010). 
 The data on CSG included the total number of months household members had received 
the grant, based on the assumption that some households may have either erroneously 
under-reported or actually received less than 12 months of grant income.5 Had these eligible 
households received the grant income for the full duration, social spending would have 
been higher and poverty levels lower. Hence, we derive total household income had the 
members received the CSG for the possible maximum number of months (12 months). 
This new income variable is used  to re-estimate poverty levels. 
 We look at the impact on poverty and the fiscus of extending the age eligibility to 17 and 
21 years, respectively. 
 A further analysis is to assess how the poverty levels change if the income criterion is 
removed. 
 We run a simulation to assess the fiscal and poverty implications of increasing the 
monthly payment amount per child. 
 We examine the impact of each simulation on inequality by calculating the Gini 
coefficients. 
 
The changes in Foster-Greer-Thorbecke (FGT) poverty levels are estimated using the 
poverty line proposed by Woolard and Leibbrandt (2006), i.e. R3 864 per capita per annum 
in 2000 prices (R7175.52 in March 2011 prices). Since poverty rates may be influenced by the 
choice of poverty line, we complement the FGT poverty indices with cumulative density 
functions (CDFs). 
 
5 Results 
                                                          
5 According to Woolard et al. (2012), there have been cases of eligible households receiving the CSG for less than 12 months in the past 
year. 
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Using the per capita income variable as reported by respondents (i.e. the base income 
variable), we determine the FGT poverty headcount ratios by race for the entire 
population.6 Table 2 shows that, using the poverty line indicated, 46.8 % of the population 
were defined as poor. 
 
In simulation (1a), we assume households do not receive any social grant transfers. Table 
2 and Fig. 3 show that the poverty headcount ratios increase nationally, and for all races, 
compared to the base income variable. This supports the findings of previous studies (Van 
der Berg et al. 2009; Leibbrandt et al. 2010) that social transfers significantly reduce poverty 
in South Africa. A similar simulation exercise (1b—excluding only CSG) was conducted 
and we observe the same findings. 
 
Table 3 expands on the poverty implications of these simulations and their additional cost 
to the fiscus. For simulations (1a) and (1b), the poverty headcount ratio would have 
increased by 6 and 2 % points, respectively. This increases the number of poor people by 
3.06 and 1.01 million in each case. For simulation (1b), more than 94 % of the additional 
poor people are Blacks, compared to 84.4 % in simulation (1a). In both cases, there is a 
decline in social spending of approximately R25 000 in per capita terms. 
 
As previously indicated, some eligible respondents reported receiving the CSG for less than 
12 months. In simulation (2) we determine the income gain had they received the CSG for 
the entire 12 months and calculate the poverty headcount ratios using the revised income 
variable. Comparing this result to the base income variable, we find that the national 
headcount ratio decreases by just above 2 % points (from 0.4677 to 0.4462). Slightly 
more than 1 million people would have moved out of poverty of which 86.4 % are Blacks. 
However, this would have increased social spending by R15 000 per capita. 
 
Focusing on the age eligibility criterion of the CSG, Table 2 presents the poverty 
headcount ratios if children aged 15–17 years [simulation (3)] and 15–21 years [simulation 
(4)] receive the grant, holding the income criterion unchanged. Poverty headcount ratios 
decrease for all races. Nationally, the ratios decline to below 0.44 if the age eligibility 
criterion is adjusted. The number of people moving out of poverty in both simulations is 
greater than that of simulation (2), and the proportion of Blacks slightly higher (87.5 % in 
both cases). In contrast, the additional social spending is slightly lower (below R15 000 in 
per capita terms). 
 
                                                          
6 Table 5 shows the poverty gap and squared poverty gap ratios for the full population, whereas Table 6 shows these two ratios and the 
poverty headcount ratios for the population aged 0–17 years. 
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Simulations (5)–(7) assume changes to the monthly CSG amount, holding the income and 
age criteria constant. As we increase the monthly amount, the national poverty headcount 
ratio decreases to as low as 0.3960 for simulation (7)—a decrease of 0.0717. The number of 
people moving out of poverty reaches a maximum of 3.62 million for this simulation, with 
the Black share also reaching as high as 90.4 %. As the monthly grant amount increases 
from simulations (5)–(7), the additional social cost per capita decreases to as low as R13 
061. 
 
In simulation (8) we maintain the age criterion and monthly amount but drop the income 
criterion; in simulations (9) and (10) we also adjust the age criterion. The national poverty 
headcount ratio drops by 2 % points in simulation (8) compared to the base income 
variable (from 0.4677 to 0.4449). If we extend the eligible age to 17 and 21 years respectively 
[simulations (9) and (10)], the poverty headcount ratios drop by 3 and 4 % points in each 
case. The number of people moving out of poverty nearly doubles from 1.15 million in 
simulation (8) to 2.26 million in simulation (10). The Black share of people out of poverty 
hovers around 87 % in all three simulations. The additional social cost per capita exceeds 
R22 000 in all cases, which is considerably higher compared to simulations (2)–(7). 
Simulation (10) has a similar impact on poverty compared to simulation (4) but is more 
costly by approximately R20 billion (or R8 393 in per capita terms). Dropping the income 
criterion [simulation (10)] is therefore a more costly option to reduce poverty. Even 
though simulations (8)–(10) are most costly in per capita terms, dropping the means test 
would lead to a reduction in administrative costs (Black et al. 2015; Devereux et al. 2015). 
 
Table 5 in the Appendix presents the poverty gap and squared poverty gap ratios of each 
simulation for the full population. A comparative analysis of all the simulations shows that 
simulation (7) results in the lowest poverty gap (0.1544) and squared poverty gap (0.0827) 
ratios. Figure 3 and Table 6 in the Appendix also show the three poverty ratios for each 
simulation compared to the base income variable ratios, for children aged 0–17 years only. 
The results are similar to those for the entire population, that is, simulation (7) leads to the 
lowest poverty estimates. As the choice of a poverty line may influence these results, we 
conduct a sensitivity analyses by plotting the CDFs at different per capita income values for 
the various simulations (shown in Figs. 5, 6, 7 and 8 in the Appendix). For all simulations, 
results are robust regardless of the poverty line chosen. 
 
In a broader context, Table 7 in the Appendix shows that simulations (2)–(10) increase CSG 
spending as proportion of total government expenditure7 from the original 3.8 % (before 
simulations) to between 5.7 and 9.6 %. This proportion is highest for simulations (7) and 
(10), at 9.1 and 9.6 % respectively. These results are expected, given the additional total cost 
to the fiscus shown in Table 3. Social protection spending (which includes CSG) as 
proportion of total government spending, increases from 11.7 % before simulations to as high 
as 17.0 % in the case of simulation (10). These increased shares surpass those of the 
                                                          
7 To derive these proportions, we use information on government spending by function obtained from the Budget Review (National 
Treasury 2013) and the Estimates of National Expenditure (National Treasury 2014). In the table we assume total government spending 
increases by an equivalent amount to the increase in CSG spending, as a result of each simulation. 
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corresponding health spending proportions. In the case of simulation 7, for example, social 
protection increases to 15.8 % of total government spending, compared to the health 
spending proportion of 11.9 %. Before any simulations, the education spending share 
(21.3 %) is almost twice the social protection spending share (11.7 %). The difference in the 
proportional shares decreases to as low as 3.8 % points in the case of simulation 10. 
 
A deeper analysis of changes in the poverty status across the income distribution as a result 
of the simulations will better reflect the equity implications. In Table 4 households are 
divided into deciles using the base income variable (and as expected, the poor comes from 
the poorest four deciles). Each row shows the original decile location for people who have 
their poverty status changed as a result of the respective simulations. The results indicate 
that none of the people from decile 1 have their poverty status changed (i.e. they remain 
poor) in all simulations. Out of the 3.62 million people moving out of poverty after 
simulation (7), a mere 2.02 % originated from decile 2. If we consider decile 3, once again 
simulation (7) has the biggest impact in terms of moving people out of poverty. For the 
richer deciles only simulation (1a) would cause some people in deciles 6–8 to move into 
poverty. In all other simulations, people in the richest five deciles remain above the poverty 
line. 
 
Even though simulations (8)–(10) imply that the richer deciles would necessarily take up 
the CSG if the income criterion is removed, this may be not always be the case. The 
administrative burden associated with applying for the CSG is one of the factors which 
may prevent eligible people from accessing it (Rosa and Guthrie 2002: 3). Some rich 
households may take up the grant as a result of increased taxes when the income criterion is 
dropped. In the political economy literature (see Rosen and Gayer 2014), voters’ 
preferences for public goods (where private substitutes exist) can be influenced by the 
link between public expenditure levels and the associated tax burden. If expenditure on 
public goods increases (which implies a higher tax burden), voters might switch from the 
consumption of private goods to public goods. It is therefore possible that wealthier house- 
holds might take up the CSG when the income criterion is dropped. 
 
We also calculate the Gini coefficients for each simulation and compare them to that of the 
base income variable (0.696). Figure 4 indicates that the removal of social grant income 
[i.e. simulations (1a) and (1b)] leads to a worsening of inequality; the Gini coefficient 
increases to 0.752 and 0.716 respectively. After changing the eligibility criteria, simulation 
(7) results in the lowest coefficient (0.659). Even though the Gini coefficients indicate an 
improvement in inequality for simulations (2)–(10), the decrease of the coefficient is not 
profound. These results support the findings of local studies (Armstrong and Burger 2008; 
Leibbrandt et al. 2012; Bhorat et al. 2014) that social grants do not significantly reduce 
inequality. 
 
http://repository.uwc.ac.za
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6 Conclusion 
The significance of CSG in alleviating poverty is well established in the literature. Our 
study contributes to the existing research by analysing in detail how changes in the 
eligibility criteria of this grant affect poverty and its fiscal implications. We also consider 
http://repository.uwc.ac.za
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how inequality is affected. We ran several simulations that altered the age and income 
criteria as well as the monthly grant amount. Our findings showed that doubling the 
monthly grant (holding other criteria constant) resulted in the biggest decline in poverty 
and inequality. Even though the total additional social spending for this simulation was the 
second highest, in per capita terms it was the cheapest option since it moved the largest 
number of people out of poverty. It is possible that further increases in the monthly grant 
amount could have a negative impact on work effort (Black et al. 2015: 173), but one also has 
to account for the likely positive influence on education and nutrition (Coetzee 2013). 
 
The fiscal implications of simulations (2)–(10) increase government spending, particularly 
in the case simulation (7). In per capita terms, it would be the most cost effective option of 
reducing poverty; in absolute terms, government spending would increase by 
approximately R47 billion. Social protection (which includes all social grants) along with 
education and health spending are amongst the top spending priorities of the South African 
government. Hence, it is probable that increases in the spending on the CSG would be 
accommodated. However, in the current context of fiscal austerity measures, such an 
increase might have to be financed by a reprioritisation of government spending. 
 
Appendix 
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